I

I

I
JUL 16 1984

CERTIFIED MAIL

Gentlewen:

We have considered your application for recognition of
exemption from Federal income tax under Section 501(ec)(4) of
the Interunal Revenue Code of 1954,

The information submitted discloses that you were incorpurated

under the laws of the State of N o~ [N

The primary purposes for which you were formed are: to
establish, waintain and operate recreational arecas in |IIIINEEE
I, sclzly for the mutual advantage of tha members;
to engage in such activities as may be for the mnutual benefit
of the owners of property in I ; and, to
enforce the restrictive covenants applicable against

properties in [ -

You stata that the Association has taken title to one
waterfront property gifted to it to te used in couwmon by alil

community property owners. You have listed [l ovaers at
present.

Your primary activities are waintaining the comwmunity dock
property and enforcing the restrictive covenants. Your
By—-laws include as one of your purposes: "To mapmage the
community park/dock property for the exclusive benefit of
I -

Income is from member dues, boat slip rentals and some

interest. Expenditures are for maintenance of the Agsociation
property and operating costs.

Section 501(c¢)(4) of the Code provides for the recognition of
exemption of civic leagues or organizations nmot organized for

profit but operated exclusively for the promotiom of gocisl
welfare,
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Section 1.501(c)(4)~-1(a){(2)(1) of the Income Tex Eezulations
provides that an organization is operated exclueivaly for the
promotion of social, welfare if it is primarily eaxazad n
promoting in s50mm way to common good and general welfare of
the people of the cowmmwunity. An organization embraced within
this section ie ome .mich is operated for the purposs of
bringing about civic betterments and social improvements.

Revenue Ruling 72-102, 1972~1 C.B., page 149, states that a
sonprofit organization formed to preserve the appearance of a
housing development and to maintain streets, sidewalka and
common areas for use of the residents i1s exempt umder Section
SCl(c)(4) of the Code. Membership is reguired of ali cwners
of real property in the development and agssessments are levied
to support tha orgamnization's activities. It waz heid that by
maintaining the property normelly maintained by a muaicipal
government, the organizations served the common z%44 and
general welfare of the people of the community.

Revenue Ruling 74-99, 1974~1 C.B., page 131, medifi
Ruling 72-102 by stating guidelines under which & &«
association could qualify for exemption under Sec:
501{c){4) of the Ccde. These guideline are:

1. The organization must serve a "comzmunity" wi
reasonabhle, xracognizable relatiounship to =
ordinary identified @s a governmental unit

1
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2. It must not conduct activities directed to Toe extarior
maintenance ¢f private residences; and

3. The common avreas or facilities wuct be for e use and
enjoyment of the general public.

"

This ruling states that a community, within the zzaning of
Saction 501(c)(4) of the Code and the regulatione, "... iz
simply an aggregation of homeownexrs bound togethter in a
structured unit formed a3 an intagral part of z pian for rh=
development of & real estate subdivision and the szale and
purchase of howes thereia.,"

Revenue Ruling 74-99 scates that Revenue Ruling 7z-102 “...
was Intended only to approve owvnership and maintecance by 2
homeowners' asscciation of sush areas as roadways and
parklands, sidewalks and street lights, accesg to, or the use
and enjceyment of which ieg extendecd to members of the general




public, as distinguiszhad from controlled uece o

T atcenn
restricted to the members of the homaouners' asczciatinn ..."
Your commen area, the dock property, is not opean {nr the upe
and enjoyment of the general publiec. It is reervrictad to
accers and uce by property owners.

Trerefore, vou do not qualify for axcemption frow fadaral
incowme tax as an organization described din Secricn S501(c (%)
of the Code.

Revenue Ruling 75-494, 1975-2 C.B., p. 214 oroviZzesz that an
organization which requests tax—sxempt statue vrier Zectio:
501(c){(7) as a social club will not qualif~ if i: aduwiniuters
and enforcas covanante for the preservation o7 £«
architecture and appeerance of a housing deva:ilvirnznt,
Therefora, we are not concsidering exemption =rn<ezr tnils Sectin
of the Code.

Bas2d on th2 information submittad exempt starus will neor La
recognized und=ar anv reipgted naragraph of Code Zezrinon L0101 0),
Until you have established an exempt status, “ou sre oL
ralieved of the reguirements fcocr filing Federzl iscorme taz
returns,

Your attention is called to Sectionr 528 of tns Incernzl
Eeveunue Code which waz added bv the Tax Relorz 227 nf 1974,
This Secticu provides that, ia certain circuneizaczs, a
homeowners' assoclation maw =2lect noc to be tzzz2 on irte
“exempt function income' which includes mewmber:z-iz dues , ZSeas
nr assessmaats Yrom owners of real Droperty. Tne electinn i
wade by filing Form 112011, 1f you dgeterrine tnzt wnur
vorgsnization cualifiess under Section 52§,

1f you do not accept our findings, we recornzad *-at wou
reguest a counference with a member of our ERagicaa: nlifica
conference staff, Your requacst for a ccufaranctz 27ould
incivéde @ written sppeal ziving the faccs, lawv, 227 any otaer
information to support your position as explaiaed in +h=a
enclosed Publication 892. You will then te conizctad tao
arrange & date for a confarence. The confersznce may ba Lald
at the Regional orfice, or, if =wou request, at a7 =mutually



convenient District office.
30 days of the date of this
vecorme final.

Enclaosure: Publication 592

1f we duv not haar

Zrom you

lecter, thict detarzination

Sincerely y7iurs



